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education materials delivered through a variety of media, increased patient involvement through 
patient family advisory councils, and increased appointment access with our care teams.  Access to 
these systems will come through Partners EHR platform (see below).  As part of this broader 
engagement strategy, shared decision making is being integrated into care delivery across a large 
number of clinical situations and procedures.  Abundant evidence indicates that systematic use of 
these decision aids decreases costs of care. 

 

Infrastructure 

Single EHR Platform 

Program Description:  Partners is working with Epic, the industry-leading provider of health 
information technology, to develop and implement an integrated, electronic health information 
system at all institutions across the Partners network by 2017.  This initiative, Partners eCare, is the 
largest program of its kind in the history of Partners HealthCare.  Partners eCare will support 
Partners’ innovation and leadership in redesigning patient care models, advancing population health 
management, improving patient affordability, enhancing the patient experience, and strengthening 
community-based care.  Partners eCare will help Partners fulfill its pledge to deliver the highest 
quality care to patients that is safe, effective, accessible, and affordable. 

Enterprise Data Warehouse (EDW) 

Program Description:  Partners, in collaboration with Health Catalyst, developed the Enterprise Data 
Warehouse (EDW), which is designed to help healthcare institutions store massive quantities of 
clinical data and speed up the analysis of clinical and financial data.  This improves access to data 
stored inside multiple applications that can help improve clinical outcomes, increase efficiencies and 
enhance patient satisfaction. 
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Health Policy Commission Review of Partners Healthcare System’s  
Proposed Acquisitions of Hallmark Health Corporation (HPC-CMIR-2013-4) 

Expert Statement 
 

Tasneem Chipty 
 

 My name is Tasneem Chipty.  I am a Managing Principal of Analysis Group, Inc., an 
economic and business consulting firm headquartered in Boston, Massachusetts.  I specialize 
in the fields of antitrust economics and econometrics.  The first of these is the study of how 
markets function, including competitive interactions among firms and consumer demand, and 
the second is the application of statistical methods to economic problems.  I have served on 
the faculties of The Ohio State University, Brandeis University, and the Massachusetts 
Institute of Technology, where I taught courses in microeconomics, industrial organization, 
antitrust and regulation policy, and econometrics.  I am the author or coauthor of several 
academic articles studying the effects of horizontal and vertical integration on competition, 
negotiated prices, and consumer welfare.  These articles, which apply statistical methods to 
economic problems, have been published in leading peer-reviewed journals including the 
American Economic Review and the Review of Economics and Statistics.  I received my 
Ph.D. in Economics from the Massachusetts Institute of Technology in 1993 and my B.A. 
degree in Economics and Mathematics from Wellesley College in 1989. 
 
 In my consulting work, I have studied the competitive effects of nearly two dozen 
proposed or consummated mergers and acquisitions, including several health care 
transactions.  As part of my work, I regularly employ tools of market definition, critical loss, 
and upward pricing pressure to assess unilateral competitive effects.  Specifically, I have 
studied the likely effects of proposed transactions on changes in both horizontal and vertical 
competitive behavior, including changes in referral patterns, steering, and vertical 
foreclosure.  I have also studied the likely effects of proposed transactions on prices in 
relevant markets.  My analysis of these issues is grounded in the U.S. Department of Justice 
and Federal Trade Commission’s joint Horizontal Merger Guidelines.  For example, on 
behalf of the Department of Justice, I have evaluated the competitive effects of Southwest 
Airline’s proposed acquisition of Airtran and the competitive effects of the proposed 
consolidation of two local daily newspapers in Charleston, West Virginia.  Both of these 
matters involved an assessment of relevant antitrust markets where the impact of the 
proposed transaction would likely be felt.  In addition, I have served as a consultant to 
Northshore University HealthSystem (formerly Evanston Northwestern Health Corporation) 
in response to the Federal Trade Commission’s post-merger investigation of the 2000 merger 
of Evanston Hospital and Highland Park Hospital in the Chicago area.  I served as a 
consultant to Steward Health Care in assessing the competitive impact of its proposed 
acquisition of Morton Hospital in Massachusetts.  More recently, I served as a consultant to 
private plaintiff Saint Alphonsus Medical Center in evaluating the likely competitive effect of 
St. Luke’s Health System’s acquisition of Saltzer Medical Group in the Boise, Idaho area. 
 
 I am retained by the Massachusetts Health Policy Commission as part of its Cost and 
Market Impact Review (CMIR) process to provide an initial assessment of the likely 
competitive effects of Partners HealthCare System’s proposed acquisition of Hallmark Health 
Corporation.  Specifically, I was asked to study the competitive effects, if any, of the 
proposed transaction stemming from the consolidation of general acute care inpatient hospital 
services.  I was also asked to assess the parties’ claims that the proposed acquisition would 
enable them to keep care in the local community and in so doing generate substantial cost 
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savings for inpatient hospitalization care.  It is my understanding that this analysis is not 
intended to substitute for a full antitrust review.  Rather, it is intended to provide framing of 
the relevant issues to guide a recommendation for (or against) further review.  
 
 In this statement, I provide an overview of my analysis, which is described more fully 
in the HPC’s reports.1  I also comment on the parties’ response to the HPC’s Preliminary 
Report.2   
 
Preliminary Competitive Effects Analysis 
 
 In a typical antitrust analysis, one often begins by assessing the nature of the product 
sold and geographies served by the merging parties for the purpose of evaluating whether 
certain consumers are likely to be adversely affected by the proposed transaction.  One can 
also undertake a more formal analysis aimed at specifically identifying one or more relevant 
markets in which the effects of the proposed transaction are likely to be felt.  A finding of 
harm to even a subset of consumers, or harm to competition in even one relevant market, can 
be enough to raise serious concern about the competitive impact of the proposed transaction.  
A relevant market includes the narrowest set of products (or hospitals) and the narrowest 
geography in which a hypothetical monopolist over those hospitals could sustain a small but 
significant and non-transitory increase in price, or a “SSNIP.”  In this context, the willingness 
of consumers to switch to another hospital can provide pricing discipline, and therefore the 
most likely candidates to discipline a particular hospital are that hospital’s close substitutes. 
 
 To this end, my analysis focuses on the likely impact of the proposed transaction on 
consumers living in Hallmark’s hospital Primary Service Area (PSA), using information on 
patient-based market shares.  That is, I study which hospitals the patients in Hallmark’s 
hospital PSA choose for a cluster of general acute care inpatient hospital services.  
Underlying these choices are patient preferences for hospitals based on geographic location, 
reputation, and medical need.  As an initial screen, I perform a market share and 
concentration analysis that involves the calculation of the change in concentration resulting 
from the combination of Partners HealthCare System and Hallmark.  This analysis indicates 
that Partners and Hallmark, respectively, have the largest (32.3%) and third largest (15.2%) 
shares of commercial discharges in Hallmark’s hospital PSA.  Combined, they capture 
approximately 48% of the commercial discharges in the PSA.  The market share, 
concentration, and diversion analyses together show that Hallmark and Partners directly 
compete with one another in the Hallmark PSA.  The analysis indicates that the two are close 
competitors there and that, although Lahey Health and Beth Israel Deaconess Care 
Organization (BIDCO) have a substantial competitive presence, the proposed transaction 
would solidify the parties’ position as the clear market leader in this geographic area.  The 
analysis also indicates that with full financial integration, Hallmark’s PSA would be highly 

                                                 
1 MASS. HEALTH POLICY COMM’N, REVIEW OF PARTNERS HEALTHCARE SYSTEM’S PROPOSED ACQUISITION OF 

HALLMARK HEALTH CORPORATION (HPC-CMIR-2013-4), PURSUANT TO M.G.L. C. 6D, § 13, PRELIMINARY 

REPORT; MASS. HEALTH POLICY COMM’N, REVIEW OF PARTNERS HEALTHCARE SYSTEM’S PROPOSED 

ACQUISITION OF HALLMARK HEALTH CORPORATION (HPC-CMIR-2013-4), PURSUANT TO M.G.L. C. 6D, § 13, 
FINAL REPORT [hereinafter FINAL REPORT].  
2 Partners HealthCare and Hallmark Health’s Response to the Health Policy Commission’s Preliminary CMIR 
Report dated July 2, 2014 (Aug. 1, 2014) [hereinafter Written Response]. In this statement, I comment only on 
major themes of the Written Response, as they apply to analyses I have undertaken.  I have not attempted to 
rebut all of their opinions or asserted facts.  Any silence with respect to a particular opinion or asserted fact 
should not be interpreted as agreement. 
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concentrated, and that to the extent the parties are not already behaving as if they were fully 
integrated through their joint contracting, the transaction would result in a large increase in 
concentration.3   
 
 The parties attempt to discredit the HPC’s market concentration and pricing power 
analysis by saying that “[t]he methodologies utilized by the HPC… are rejected by all 
relevant antitrust precedents and guidelines”4 and that “shorthand reliance on PSAs as a 
proxy for an appropriately defined relevant geographic market has been long recognized as a 
fundamental analytical error in antitrust cases.”5   I disagree with the parties’ characterization 
for the following reasons: 
 

1. The HPC’s analyses are consistent with the Federal Trade Commission and 
Department of Justice guidelines for antitrust enforcement of Accountable Care 
Organizations.  According to these guidelines, “[a]lthough a PSA does not necessarily 
constitute a relevant antitrust geographic market, it nonetheless serves as a useful 
screen for evaluating potential competitive effects.”6 

 
2. CMIRs are intended to be a screening tool to determine whether a transaction 

warrants further review.   
 

3. Antitrust authorities do not always rely on full blown, formal market definition to 
assess likely competitive effects.  For example, the Federal Trade Commission and 
Department of Justice Merger Guidelines explain, in the context of differentiated 
products:7 

 
“The extent of direct competition between the products sold by the merging 
parties is central to the evaluation of unilateral price effects. . . .  The Agencies 
consider any reasonably available and reliable information to evaluate the extent 
of direct competition between the products sold by the merging firms.  This 
includes documentary and testimonial evidence, win/loss reports and evidence 
from discount approval processes, customer switching patterns, and customer 
surveys.” 

 
Thus, while the HPC does not adopt a full-blown market definition analysis, it relies on an 
acceptable approach to provide an initial assessment of the extent to which the proposed 
transaction will harm competition. 
 

                                                 
3 Currently, Partners acts as Hallmark’s agent in payer contract negotiations.  However, there is a large 
economics literature that explains that the incentives of principals (Hallmark) and agents (Partners) may not be 
fully aligned and as such, in a rich variety of circumstances, the principal-agent relationship will not replicate a 
fully integrated outcome.  Thus, after Partners owns Hallmark, one would expect that their incentives would be 
fully aligned.  See, e.g., David E.M. Sappington, Incentives in Principal-Agent Relationships, 5 J. ECON. 
PERSPECTIVES, 45 (1991), available at 
http://www.isr.umd.edu/~hyongla/TMP/PAPERS/IncentivesPrincipalAgentRelationship.pdf.   
4 Written Response, supra note 2, at 11. 
5  Id.  
6 Statement of Antitrust Enforcement Policy Regarding Accountable Care Organizations (ACO), 76 FED. REG. 
67026, 67028 (Oct. 28, 2011), available at http://www.gpo.gov/fdsys/pkg/FR-2011-10-28/pdf/2011-27944.pdf. 
7 See U.S. DEPT. OF JUSTICE & FED. TRADE COMM’N,  HORIZONTAL MERGER GUIDELINES 20 (2010) available at 
http://www.justice.gov/atr/public/guidelines/hmg-2010.pdf. 
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 The parties mischaracterize the HPC’s analysis, saying that it “ignores patient 
choices” and that “it ignores the reality that patients regularly travel outside of the alleged 
‘market’ to receive care at other hospitals.”8  This characterization is simply untrue.  The 
HPC presents a market share analysis from the perspective of patient locations and, as such, 
includes in its calculations patients’ choice of hospital regardless of hospital location.9  In so 
doing, the HPC’s methodology recognizes the very fact that patients travel outside of the 
PSA, and it reflects the competitive significance of hospitals located outside of the PSA. 
   
 Based on my review, it remains my opinion that the Hallmark’s hospital PSA 
encompasses a highly relevant set of consumers – those for whom the Hallmark hospitals are 
a viable choice for acute inpatient care.  An analysis of where they receive their care 
identifies the closest competitor hospitals to Hallmark from the perspective of these 
consumers.  This analysis shows that Partners HealthCare System and Hallmark are the first 
and third choices, respectively, for both non-tertiary and tertiary inpatient care for residents in 
Hallmark’s hospital PSA.  This evidence by itself indicates the presence of substantial head-
to-head competition between the parties, making it more difficult for either to independently 
raise prices to insurers serving this set of Massachusetts residents.  Partners’ acquisition of 
Hallmark would eliminate this competition, with a corresponding potential for the parties to 
increase prices. 
 
Evidence Regarding the Impact of Hospital Mergers in Concentrated Markets 
 

As explained in the HPC’s Final Report, the change in concentration associated with a 
transaction is probative of the likely impact of the transaction on market power and the ability 
of the parties to negotiate higher prices.10  The parties criticize the HPC saying that it 
mischaracterizes the empirical support for the principle that increased concentration is 
correlated with higher prices by relying on a single study from 2006.11  There are several 
problems with the parties’ criticisms.   

 
First, as a threshold matter, there are fundamental economic principles underlying the 

widely-accepted view that in a broad set of circumstances, across a rich variety of industries, 
increased concentration results in higher prices.   Indeed, the concentration thresholds and 
safe harbors in merger enforcement policy, which are used to provide guidance for all 
mergers (including hospital mergers), are predicated on this view.  The HPC did not invent 
this concept. 

 
Second, the HPC does not rely on a single study, as the parties claim.  Instead, the 

HPC references multiple econometric studies, and cites a 2006 review paper by Town and 
Vogt that itself covers 13 separate empirical studies.  The HPC also cites a 2004 study by the 
Federal Trade Commission and Department of Justice on competition in health care that 

                                                 
8 Written Response, supra note 2, at 11-12. 
9 This approach is consistent with the HORIZONTAL MERGER GUIDELINES which recognizes explicitly that, 
instead of supplier-based shares, it may be appropriate for the Agency to “define geographic markets based on 
the location of targeted customers.”  Supra note 7, at § 4.2.2. 
10

 FINAL REPORT, supra note 1, at 48. 
11 Written Response, supra note 2, at 14-15. 
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explains that “[m]ost studies of the relationship between competition and hospital prices have 
found that high hospital concentration is associated with increased prices.”12 

 
The parties point to a more recent study by Moriya et al. (including Vogt)13 to support 

their general proposition that there is no correlation between concentration and prices.14  
However, the authors of this study state clearly that their price data are from fewer than 100 
of the largest employers and that their price sample is “not representative of the US insured 
population.”15  Further, the parties describe a more recent study by Gaynor and Town (2012) 
as showing “no consistent quantified relationship between changes in market concentration 
and observed hospital price increases.”16  However, upon examination of Gaynor and Town 
(2012), it is apparent that the parties’ assessment is at odds with that of the authors, who 
conclude:  

“Increases in hospital market concentration lead to increase in price of hospital care.  This 
finding is consistent with the conclusion of the 2006 synthesis [referring to the Town and 
Vogt (2006) article cited by the HPC].”17 

More recent studies of hospital mergers in other markets suggest strong price effects 
from hospital mergers in already concentrated markets.  For example, Haas-Wilson and 
Garmon (2011) review the price effects of the 2000 mergers of Evanston-Highland and Vista 
Health.  They find that in the case of Evanston-Highland (but not Vista Health) “large and 
statistically significant relative post-merger price increases for all but one of the commercial 
insurers.”18  Dafny (2009) studies hospital mergers over the period 1989-1996 and concludes 
that hospitals increased prices by approximately 40 percent following mergers of hospitals 
located nearby.19 

 
Furthermore, I note that my synthesis of the existing literature is consistent with the 

remarks of Professor Gaynor, who explained in his testimony before a House Ways and 
Means Committee, with reference to this body of literature: 

“Overall, these studies consistently show that hospital consolidation raises prices, and by 
nontrivial amounts. Consolidated hospitals that are able to charge higher prices due to 

                                                 
12 U.S. DEP’T OF JUSTICE & FED. TRADE COMM’N, IMPROVING HEALTHCARE: A DOSE OF COMPETITION 1, 15 
(2004), available at http://www.ftc.gov/reports/healthcare/040723healthcarerpt.pdf. 
13 Asako S. Moriya, William B. Vogt & Martin Gaynor, Hospital prices and market structure in the hospital 
and insurance industries, 5 HEALTH ECON. POLICY & L. 459 (2010). 
14 Written Response, supra note 2, at 15 (“the authors found no statistically significant relationship between 
changes in concentration and price using a large sample of commercial claims data across a broad range of 
geographies”). 
15 Moriya, Vogt & Gaynor, supra note 13, at 466 and 476. 
16 Written Response, supra note 2, at note 27. 
17 MARTIN GAYNOR & ROBERT TOWN, ROBERT WOOD 

JOHNSON FOUND., THE IMPACT OF HOSPITAL CONSOLIDATION – UPDATE, (2012), available at 
http://www.rwjf.org/content/dam/farm/reports/issue_briefs/2012/rwjf73261. 
18 Deborah Haas-Wilson & Christopher Garmon, Hospital Mergers and Competitive Effects: Two Retrospective 
Analyses, 18 INT’L J. ECON. BUS.17, 18 (2001). 
19 Leemore Dafny, Estimation and Identification of Merger Effects: An Application to Hospital Mergers, 52 J. L. 
& ECON., 523 (2009). 
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enhanced market power are able to do so on an ongoing basis, making this a permanent 
rather than a transitory problem.”20 

 
 Based upon my review, it remains my opinion that there is broad support in the 
literature for the HPC’s view that the change in concentration associated with the transaction 
is probative, at least as an initial screen, of the likely impact of the transaction on market 
power and the ability of the parties to negotiate higher prices. 
 
Component Contracting 

I understand that the proposed settlement between the Attorney General’s Office 
(AGO) and Partners provides payers the option to “contract with Partners Network providers 
on a component basis,”21 including “elect[ing] to contract with HHS and the HHPHO 
physicians separately from all other Partners providers.”22  The parties suggest that if faced 
with price increases for HHS and HHPHO physicians, a payer would “still be able to contract 
with the other components of the Partners Network, including the Partners AMCs” without 
risking “discriminatory action” from Partners.23  The parties conclude that “[u]nder the 
circumstances . . . it is difficult to imagine that Partners would have any success in 
negotiating the ‘supracompetitive’ rate increases for the Hallmark Health providers that the 
HPC asserts will occur as a result of the Transaction.” 24 

 While component contracting, in theory, allows payers to avoid all-or-nothing 
contracting with Partners, it does not enable the level of competitive pressure that payers 
would have been able to exert on Partners had the parties remained separate competitors.  At 
present, each hospital system would lose business to the other in the event it does not meet a 
payer’s demands in negotiations.  It is this possibility of losing business that drives prices 
down in competitive situations.  Once merged – even with component contracting – the 
Partners system would be able to recapture lost business to the extent that business would be 
lost to Hallmark.  This ability to recapture lost business softens price competition and creates 
upward pressure on prices.25  A similar point is made by a group of academic economists in 
their comments on the AGO’s proposed settlement.26  Specifically, these authors explain that 
the ability to keep “revenues ‘in the family’…blunts any disincentive to raise price.”27  They 
                                                 
20  Hearing on Health Care Industry Consolidation Before the SubComm. on Health of the H. Comm. on Ways 
and Means, 112th Cong. (2011) (statement of Martin Gaynor). 
21 Joint Motion for Entry of Final Judgment by Consent, In Re Comm. of Mass. v. Partners Health Sys., Inc., 
South Shore Health and Ed. Corp., and Hallmark Health Corp., Civil Action No. 14-2033-BLS (Mass. Superior 
Ct. June 24, 2014), available at http://www.mass.gov/ago/docs/press/2014/partners-settlement-062414.pdf. 
22 

Written Response, supra note 2, at 9. 
23 Id. 
24 Id. at 10. 
25 

The idea that the ability to recapture lost sales creates an opportunity to raise prices is well established.  For 
example, Farrell et al. explain about merging hospitals: “If the hospitals are substitutes and bargain separately 
post-merger, their disagreement payoffs (and, hence equilibrium prices) rise because each hospital now takes 
into account the fact that its merger partner will recapture come of its lost volume if it fails to reach an 
agreement.” See JOSEPH FARRELL ET AL., FED. TRADE COMM’N, ECONOMICS AT THE FTC: HOSPITAL MERGERS, 
AUTHORIZED GENERIC DRUGS, AND CONSUMER CREDIT MARKETS 6 (2011), available at 
http://www.ftc.gov/sites/default/files/documents/reports/economics-ftc-hospital-mergers-authorized-generic-
drugs-and-consumer-credit-markets/farrelletal_rio2011.pdf.  
26 Comment of Academic Economists In Re Comm. of Mass. v. Partners Health Sys., Inc., South Shore Health 
and Ed. Corp., and Hallmark Health Corp. at 5 Civil Action No. 14-2033-BLS (Mass. Superior Ct. July 21, 
2014), available at http://www.mass.gov/ago/docs/partners/academic-economists.pdf. 
27 Id. at 4. 
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go on to explain that “[t]his is true even in the absence of explicit price coordination among 
the co-owned former rivals.”28 
 

Furthermore, the available evidence shows little to no success of separate bargaining 
requirements on merging parties as a remedy to mitigate bargaining leverage conferred by 
hospital mergers.  For example, the academic economists describe such an experience in the 
wake of a similar remedy imposed by the court to address competitive concerns stemming 
from significant price increases following the merger of Evanston Hospital and Highland 
Park Hospital in the Chicago area.  They explain, “[a]pparently no insurer has availed itself 
of this option, suggesting that payers recognize that the benefits of separate negotiation 
(which subsumes component contracting) are minimal.”29  They go on to explain, “[t]o our 
knowledge, prices have not reverted back to competitive levels, despite the supposed return 
of competitive pricing incentives.  The FTC has since distanced itself from this remedy.”30  In 
addition, a recent study by Gowrisankaran et al. (2014) supports a similar conclusion.31  
These authors estimate a model of bargaining between hospital systems and payers using 
claims data from Northern Virginia.  The estimates are used, among other things, to simulate 
a merger of Inova Health System and Prince William Hospital (PWH).  In addition to finding 
large price increases were likely, they conclude that requiring separate negotiations between 
PWC and Inova would not adequately address the competitive concern.32 

 
Analysis of Shifts in Utilization 

The parties assert without support that the transaction would result in redirection of 10 
to 25 percent of inpatient Massachusetts General Hospital (MGH) volume that originates 
from Hallmark’s service area back to Hallmark.  To evaluate this claim, I designed and 
implemented an econometric analysis to assess whether and from where Hallmark would 
likely draw patients if it were to function like the three other greater Boston-area Partners 
community hospitals, using MHDC discharge data from September 2011 through September 
2012.  As described in the HPC’s Final Report, the results of this analysis indicate that 
changes in Hallmark volume would be more complex than a one-way redirection of care from 
MGH to Hallmark.33  The data show that Hallmark is likely to receive increased inpatient 
volume as a Partners hospital, but that this new volume is more likely to come from net 
volume reductions at lower-priced non-Partners hospitals than from any net change in volume 
at the Partners AMCs.34 
 
 The parties criticize this analysis in two ways.  First, they say that “the underlying 
econometric modeling used by the HPC here is based on historical patient discharge data and 
prices.”35  It is certainly true that the HPC’s analysis relies on historical data, but from a 
relatively recent year –2012 – the most recent year for which the MHDC data are available.  

                                                 
28 Id. at 5. 
29 Id.  
30 Id. 
31 Gautam Gowrisankaran, Aviv Nevo, & Robert Town, Mergers When Prices Are Negotiated: Evidence from 
the Hospital Industry, AM. ECON. REV., (forthcoming 2014) (manuscript at 28), available at 
http://www.u.arizona.edu/~gowrisan/pdf_papers/hospital_merger_negotiated_prices.pdf. 
32 Id.  
33 FINAL REPORT, supra note 1, at 55-57.  
34 Id. 
35 Written Response, supra note 2, at 26. 
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The information embodied in these data reflects current consumer choice and physician 
referral decisions that can provide highly relevant guidance to assess the parties’ claims. 
 

Second, they say “[i]t is pure speculation to use this untested model to hypothesize 
that there will actually be substantial shifts of patients from other hospitals to HHS….  This 
bears no relationship to the reality of what other hospitals are doing and how they could 
respond.”36  I disagree entirely with this characterization.  As a general matter, econometric 
techniques have long been used by the antitrust research community and viewed as credible 
scientific methodology.  Because the analysis uses actual data from a recent time period, the 
estimated behavior very likely reflects “the reality of what other hospitals are doing” right 
now and serves as a reasonable basis to predict “how they could respond.”  Furthermore, the 
parties describe the HPC estimated shifts as being “substantial,” yet I estimate redirection of 
between 500 and 1,400 discharges37 – a range that is comparable in magnitude to the parties’ 
own range of assumed redirected discharges.  (However, the parties assume redirection to 
Hallmark would reflect net redirection of current MGH discharges, while my analysis 
suggests it is likely to come from a variety of non-Partners hospitals.)   

 
Finally, I observe that the parties’ claim – that a significant number of discharges will 

be redirected from MGH to Hallmark but that there will be no redirection from other, lower-
priced hospitals – is itself unsupported.  The parties claim to have developed a “full slate of 
evidence-backed PHM programming and a methodology to estimate PHM savings that 
applies a bottoms-up approach on a program-by-program basis” and that “[u]sing this 
methodology” they developed their estimated cost savings.38  Yet, they have not produced 
any methodology showing how they determined their redirection estimates.  It is my 
understanding that notwithstanding the HPC’s requests for adequate documentation of 
Partners’ methodology, Partners has not provided such documentation.  Based on my review, 
it remains my opinion that my econometric analysis is a credible basis to evaluate the parties’ 
claimed shifts in utilization.   

 

 

         September 3, 2014 

 

 

 ___________________________ 
    Tasneem Chipty, Ph.D. 
    

                                                 
36 Id. 
37 FINAL REPORT, supra note 1, at 56, note 210.   
38 Written Response, supra note 2, at 2. 
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Health Policy Commission Review of Partners HealthCare System’s  

Proposed Acquisition of Hallmark Health Corporation (HPC-CMIR-2013-4) 

Expert Statement 

 

John Freedman 

 

 My name is John Freedman, MD, MBA.  I am the Founder and Principal of Freedman 

HealthCare, LLC (FHC), an independent health care consulting firm headquartered in 

Newton, Massachusetts.  I am an internal medicine trained physician who specializes in care 

delivery reform and large scale health system transformation to create a more efficient health 

care system.  I have served as the Medical Director for Quality at Kaiser Permanente in 

Colorado, and Medical Director for Specialty Services at the East Boston Neighborhood 

Health Center, overseeing 40 physicians in 16 specialties.  As Assistant Vice President and 

Medical Director for Medical and Quality Management at Tufts Health Plan, I led one of the 

first public physician profiling efforts in the country—also one of the earliest episode-based 

physician profiling projects—and I helped define the plan’s pay for performance program by 

engaging physician leaders from medical groups as well as the state medical association.  I 

have additionally served as Associate Medical Director and faculty member of the Tufts 

Health Care Institute, as a lecturer at the Harvard School of Public Health, and as faculty at 

Boston University and Tufts Medical Schools.  I am the author or coauthor of multiple 

reports and articles studying clinical quality improvement, utilization management, and the 

effects of the insurance market on promoting value.  I received my M.D. from the University 

of Pennsylvania in 1988 and completed my internship and residency in Internal Medicine at 

Boston University Medical Center in 1991; I received my MBA from the University of 

Louisville in 1993 and my A.B. in Biology from Harvard College in 1984.    

 

 In my consulting work, I have combined my ten years of clinical practice with 

expertise in performance improvement to help clients solve complex business, strategy, and 

implementation challenges.  My expert team includes seasoned health data experts and health 

policy advisors who pioneered programs in Massachusetts and now bring their expertise 

across the country.  I routinely employ tools and principles of quality measurement, quality 

improvement, business strategy, and utilization optimization to support providers and payers 

in care delivery reforms.  For example, I have contributed to extensive market examinations 

in Massachusetts, including studies of the correlation of quality with price.  I have served as 

the lead consultant to the Massachusetts Statewide Quality Advisory Committee in the 

development of a Standard Quality Measure Set.  On behalf of the Massachusetts Office of 

the Attorney General – Health Care Division, I led analyses of health care quality in 

Massachusetts, including examination of key payer-led performance incentive plans as well 

as the measures and approaches employed by a broad array of providers.  In addition, I 

currently serve as a consultant to the Group Insurance Commission, where I advise and 

facilitate efforts of the GIC and its six carriers to implement the aggressive cost saving and 

quality improvement goals of the Integrated Risk Bearing Organization initiative.   

 

 I am retained by Massachusetts Health Policy Commission to provide an assessment 

of the likely care delivery and quality impacts of Partners HealthCare System’s Proposed 

Acquisition of Hallmark Health Corporation (collectively, the “parties”).  It is my 

understanding that this analysis is intended to provide an understanding of the parties’ 

baseline performance and a directional assessment of the impacts of the transaction on the 

parties’ post-transaction abilities to meet the goals of the Commonwealth in reducing health 

care cost growth while improving quality and access.    
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use, the cost of these patients’ care would increase by $3.8 million per year for the three major 

payers. 

 

IV. Party Responses 

 

I have reviewed the Partners-Hallmark written response and believe our analyses in the 

above areas are not impacted by the new information the parties have provided.  Regarding 

increases in physician and hospital prices, consistent with our discussions with payers, Partners’ 

existing practices for its owned community hospitals and physician groups, and the parties’ 

stated plans to convert Hallmark into an “integrated” provider, we modeled the cost impact over 

time of a range of Hallmark providers receiving integrated rates upon contract renegotiation.  

Regarding referral pattern impact, we agree with the parties that there may be opportunities for 

savings among government payer patients if there were a net redirection of care from MGH to 

Hallmark.  However, the parties have not provided any information for us to project this figure 

and, based on our review of payer site of care data and our work with HPC-engaged economic 

experts regarding projected changes in site of care, we continue to find that significant net 

redirection of care from MGH to Hallmark is unlikely. 
 

         September 2, 2014 

 

 

 ___________________________ 

    Bela Gorman, FSA, MAAA 










